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1.1 The examination has 1 section 





Suggested Time:      
Answer seven (7) of the seven questions. Answers should be written in the 
examinations booklet provided. 





Section A must be answered on the Answer booklet provided.  Please ensure that your name and 
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1.2 Note that questions ARE NOT of equal value. 
1.3 Read ALL questions carefully. 




You may begin writing from the commencement of the examination session.  The reading time 
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SECTION A 
 
Total No of Marks for this section: 100 
 
Answer ALL questions. Marks for each question are indicated. Suggested time allocation for 




  ABC Products manufactures a wide variety of products in its plant located in Manila, 




1. Employees who will be working on a particular product line go through a week-




2. Depreciation is calculated monthly for each machine used in the factory. 
 
 
3. Certain sensitive products are inspected by the receiving department upon 
receipt. Others are inspected on a random basis as a group. 
  
  
4. Machine setups are performed each time production is begun for a new product. 
  
 
5. The shop foreman’s cost associated with approving overtime and reviewing 






(a) Identify a “cost driver” for Each of the activities to be used to apply costs to the 
products. (5 marks) 
 
(b) Name one “traceable cost” that would be applied using the cost driver identified 
in Part a. (5 marks) 
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QUESTION 2 
  Mr Clean commenced business providing cleaning services on 1 June 2015, by contributing 
equipment of $4,000; a commercial van worth $23,000; and cash of $2,300.  
 
  Transactions during June were as follows: 
 
June 4 
         4 
         6 
         8 
        11 
        14 
        17 
        19 
        21 
        21 
        23 
        25 
        26 
        26 
        28 
        30 
 
Leased premises and paid two months rent $700 in advance. 
Purchased office supplies for $300, paying $100 in part payment. 
Billed customer for cleaning services $280. 
Cash received for cleaning services $410. 
Purchased additional equipment for $800 cash. 
Hired a cleaning assistant at an agreed wage of $300 per week. 
Paid vehicle maintenance $300. 
Revenue of $485 earned from provision of service to customer on credit. 
Paid balance on office supplies purchased on credit on 4 June. 
Nankeen withdrew $500 cash for personal use. 
Paid wages to assistant $300. 
Revenue earned for cleaning services on account $230. 
Received cash of $250 from accounts receivable. 
Petrol expenses paid $85. 
Received cash of $180 from accounts receivable after allowing for a $10 
discount. 




(a) Complete a worksheet for the month of June including any final adjustments. 
Record all physical non-current assets in a single column titled, plant & 
equipment. Total the columns on completion of the worksheet. 
(20 marks) 
(b) Prepare the Statement of Comprehensive Income for the month of June and a 
classified Balance Sheet as at 30 June 2015. 
(10 marks) 
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QUESTION 3 
  The following balances were taken from the accounting records of Darwin Enterprises Ltd as at 





Plant & equipment 
Accounts payable 




Selling expenses  
Borrowing expenses 
General & administrative expenses 


















(a) Prepare a statement of comprehensive income for the business for the year ended 
30 June 2015. (6 marks) 
 
(b) Prepare a classified balance sheet for the business as at 30 June 2015. (10 marks) 
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QUESTION 4 
  The following financial data relate to Hardwork Pty Ltd for the years ended 30 June 2015 and 
30 June 2014. 
 
Financial item 30 June 2015 30 June 2014 
Net credit sales 



















The debtors figure at 30 June 2013 was $78,000 (net). The inventory figure at 30 June 2013 was 
$130,000. The company provides its credit customers 30 days to pay. The average inventory 




(a) Calculate the following ratios for the years ended 30 June 2015 and 30 
June 2014: 
– current ratio (2 marks); 
– quick ratio (2 marks); 
– debtors’ turnover (times and in days) (2 marks); and 
– inventory turnover (times and in days) (2 marks). 
 
(b) Comment on the short-term solvency, including the efficiency of the 
business, given the ratio results obtained in answering part (a) (4 marks). 
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QUESTION 5 
  Greenmango Ltd incurred expenditure on the following items during the year ended 30 June 
2015: 
 
(i) dividends to shareholders. 
 
(ii) salaries and wages earned by employees. 
 
(iii) the acquisition of plant and equipment for use in the business. 
 







Would the expenditure on the foregoing items meet the definition of (A) expenses, (B) assets, or 
(C) none of the above? Explain why and give reasons for your answers. (10 marks) 
 
 
  QUESTION 6 
 
A company can determine its projected profit by using the following equation: 
 
          profit = total income – (total fixed costs + total variable costs) 
 
Based on market research, CSO Corporation feels its product will sell for $200 / unit. At that 
price, CSO can sell 150 units per month. Currently, CSO incurs the following costs on a per unit 
basis: direct material, $10; direct labour, $60; variable overhead, $20. Its total fixed costs per 




(a) Refer to Projected Profit. How many units must CSO sell each month to 
break even (i.e., to earn neither a profit nor a loss)? (4 marks)  
 
(b) Refer to Projected Profit. What is CSO’s cost per unit if it produces 600 
units per month? (3 marks) 
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QUESTION 7 
  For many years, Focus Company has produced a small part that it uses in the production of its 
standard line of equipment. The company’s cost of producing one part, based on a production 




Direct materials $8.00 
Direct labour   5.00 
Variable overhead  10.00 
Fixed overhead  12.00 
  Total $35.00 
 
An outside supplier has offered to supply the part to Focus for $29 per part. Focus has 
determined that 40% of the fixed overhead represents salaries and other costs which can be 
eliminated if the parts are purchased. 
 
Required: 
Prepare an analysis to determine whether Focus should accept the supplier’s offer. 
 
(15 marks) 
